Journal of Economic Cooperati@a, 2 (2000) 67-114

REGIONAL ECONOMIC GROUPINGSOF THE OIC
COUNTRIES

SESRTCIC

The present survey starts with a review of varilmums of regional economic
groupings and discusses the economic and commeaiiad that may be made
from such integration schemes. It then examinderaiiit aspects of regional
economic groupings involving the OIC countries, liling establishment,

objectives, and institutional structure, among theand evaluates the
progress achieved by those groupings in reachieqy tbjectives. Finally, it

emphasises the need for new regional arrangemerasgst the OIC Member
Countries.

1. INTRODUCTION

Economic regionalisation can be viewed as oneehthjor instruments
of promoting international trade activities amonguitries through
removal of barriers to mutual trade in goods andgises by means of
free trade areas, customs unions and other prétretrade

arrangements. Further linkages may be stimulategugfh freer

international exchanges of capital and labour.

When two or more countries come together to forragional trade
grouping, that will have two types of effects. Tfiest is the trade
creating effect, which will increase the nationalcome in the
participating countries. The second will be thedé&raliversion effect,
meaning a resulting change in the direction ofdradtivities in favour
of the member countries and against the non-membdéris actually
implies disadvantages and losses on the part of nii@member
countries. For this reason, the formation of a drddoc is a very
important issue not only for the signatory courstiioeit also for the non-
member countries.
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Within the framework of the globalisation effortentucted under,
first, the General Agreement on Tariffs and Tra@ATT), and second,
the World Trade Organisation (WTQO), the utmost imigace was given
to the principle of non-discrimination at the imtational and national
levels. The first principle is known as the mostefared-nation (MFN)
clause and requires that any trade concessiondeden a country must
be automatically and immediately applied to all esttGATT/WTO
members. The second principle requires all the neesnlio treat
imported goods in the same manner as domestic pisadadditionally,
customs duties must be the only tools to proteoiekiic goods.

Although these two very basic principles were agreeder the
GATT/WTO, there are, indeed, some effective exoesito these rules.
One exemption from the most-favoured-nation clasgbe case of free
trade areas and customs unions. Only in these edongroupings is
‘discrimination’ made permissible against the noermber countries.

Another exception to the principle of non-discriation is the
special status of the developing countries. Tradépences extended to
the developing countries are also excluded from NHeN clause. In
other words, preferential treatment extended tod#hwesloping countries
will not be granted compulsorily to the other caiet.

Although trade liberalisation efforts at the glob&vel are
accelerating even day by day, regional economiugngs (REG) or
regional trade blocs are also gaining momenturmdispensable forms
of increasing trade amongst the countries, develapedeveloping, to
satisfy their growth and development aspirations.

At the level of the developed countries, the Euamp&nion (EU),
the North American Free Trade Agreement (NAFTA) dhd Asia-
Pacific Economic Co-operation (APEC) have creatadeheconomic
blocs. These three blocs are very important in sewh both their
weights in the world trade and economy and thdierant tendencies
towards further enlargement and deepening.

The OIC member countries have also establishedajalhed many
regional economic co-operation schemes. Some aneetb with other
OIC countries. Others include non-OIC partners.
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The present survey aims to evaluate the regiormalaic groupings
of the OIC countries to shed some light on thellefintegration efforts
amongst the OIC member states.

1.1. Forms of Regional Economic Groupings

Regional economic groupings aim at creating a lagmnomic unit

from smaller national economies. For this purptisey aim to remove
trade barriers and establish closer co-ordinatrah@-operation among
the countries involved.

Depending upon the level of integration, regionalore@mic
groupings may be classified into six major group$odlows:

Preferential trade areas;
Free trade areas;
Customs unions;
Common markets;
Monetary unions;
Economic unions.

ogrMwnE

A preferential trade area is the weakest form ahemic grouping.
The member countries reduce customs tariffs in sopneduct
categories. They apply a preferential treatmersoime groups of goods
from the member countries as compared to the faseownorld. Higher
tariffs would remain in place for all remaining deat categories.

In free trade areas, participants aim mainly toagxptrade activities
among themselves. For this purpose, they eliminagtoms tariffs on
the products they produce themselves. However, tfagtain their own
external tariff on imports from third parties. Rbiis reason, free trade
areas are criticised on the ground that import petel from third
countries may penetrate into the grouping through dustoms of the
Member State with the lowest tariff and may therrdexported to the
other participants. In order to prevent such traflee trade areas
generally develop very elaborate rules of origin.

A customs union, on the other hand, is a highenfof free trade
area, and eliminates the deficiency mentioned abdave customs union,
the participants not only agree to abolish or redteriffs between
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themselves, they also set a common external taoifity against third
parties. In this manner, the member countries,henane hand, secure
the free or privileged flow of tradable goods amsirtgemselves, and on
the other hand, they form a discriminatory tradecbhgainst the non-
member countries. In this case, the main concegorbes the co-
ordination of the trade policies amongst the mengbentries instead of
developing elaborate rules of origin.

A common market allows a free flow of not only th@ods but also
the services and the factors of production suchcastal, labour,
entrepreneurship, etc., across countries. It attabBshes a common
external tariff policy against third parties. Howey such a scheme
necessitates the co-ordination of commercial ardligtrial policies.
Citizens of a common market can work and investamnmy member
country without any restriction.

A monetary union establishes a central monetariicaity, which
will determine monetary policy for all the partiaging countries. That
authority issues a common currency to be circularedng the member
countries. The EU members have concentrated tffentseon reaching
that stage of integration. In this context, theyaduced the single
European currency (the Euro) off January 1999. At this stage, the
Euro is being used as a unit of account in bankatip®ms. The Euro
notes and coins will be circulated together with ttational currencies
starting from ' January 2002. The Euro will completely replace the
national currencies aftef'Duly 2002.

In an economic union, the participants will maintéiee trade in
goods and services, set common external tariffsngnmeembers, allow
the free mobility of capital and labour. Additiolyalthey also agree to
harmonise their national economic policies, andaaa single economic
unit. The European Union (EU) is also a very goxdneple of such an
integration scheme. In the EU, the integration reff@xtended even to
the harmonisation of social policies.

1.2. Gainsfrom Regional Economic Groupings

As we have mentioned earlier, when countries fom&ggonal economic
grouping, two types of effect may arise: trade dhien and trade
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creation. Trade diversion is the resulting shifthe direction of trade in
favour of the member countries and against thindigga On the other
hand, trade creation will induce economic actiuityhe region and give
an impetus to income creation.

Formation of a regional economic grouping willsfiof all, enlarge
the volume of demand for commodities produced m itbgion. As a
result, when any investment decision is to be takatrepreneurs will
consider the whole region and invest in large-sgateduction units.
This fact will have two effects. First, it may iease efficiency and
competitiveness through economies of scale in mialu of goods
already being produced in the region. Secondlyméy also make
possible the production of new commodities withie tregion. These
two results are the direct effects of economic giogs. These will bring
about more income creation within the region.

Due to the expansion of the market, trade and imcoreation will
result in increased exports, increased trade ex@samore investment,
more output, higher rate of employment, new busingsportunities,
new goods produced in the region. Foreign tradeictstre and
production possibilities will change. Expanded axpavill improve the
balance of payments, and that, in turn, may deertgs debt burden on
the economies. A greater market may induce foreapital from third
parties. Structural changes will improve the gyadihd quantity of the
products in the region. Specialisation and betitgsidn of labour would
increase production, productivity and economic dhovcarger markets
for commodities and factors of production will gian impetus to
technological changes. The overall benefits will relected on the
increased output, income and welfare of the people.

2. REGIONAL ECONOMIC GROUPINGSOF THE OIC
COUNTRIES

Table 1 shows at a glance the membership of the@ihtries in these
regional economic groupings.
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Sub-Saharan Africa

Benin

*

*

Burkina Faso

*

Cameroon

Chad

Comoros

Djibouti

Gabon

Gambia

Guinea

Guinea-Bissau

Mali

s k| *] x| *

Mauritania

Mozambique

Niger

Nigeria

Senegal

Sierra Leone

3 B I

Somalia

Sudan
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Togo

Uganda

Middle East, North Africa

Algeria *

Bahrain

Egypt *

Iraq

Jordan

Kuwait

*| k]| o+ %

Lebanon

Libyan A. Jamahiriya *

Morocco

Oman

Palestine

Qatar

Saudi Arabia

Syria

Tunisia *

United Arab Emirates

Yemen
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Asia and Europe

Albania *
Afghanistan
Azerbaijan
Bangladesh
Brunei
Indonesia
Iran
Kazakhstan *
Kyrghyz Rep.
Malaysia
Maldives
Pakistan
Tajikistan *
Turkey
Turkmenistan
Uzbekistan *
Notes:

AEC: African Economic Community.

UDEAC: Central African Customs and Economic Union.

COMESA: Common Market for Eastern and Southerncafri

CBI: Cross-Border Initiative.

ECCAS: Economic Community of Central African States

ECOWAS: Economic Community of West African States.

I0C: Indian Ocean Commission.

MRU: Mano River Union.

WAEMU: West African Economic and Monetary Union.

AMU: Arab Maghreb Union.

CAEU: Council of Arab Economic Unity.

GCC: Gulf Co-operation Council.

ASEAN: Association of South East Asian Nations.

BSEC: Black Sea Economic Co-operation.

CIS: Commonwealth of Independent States.

EAEC: East Asian Economic Caucus.

ECO: Economic Co-operation Organisation.

SAARC: South Asian Association for Regional Co-iem.

*
B B

2.1. African Economic Community (AEC)

The AEC was established at the end of thd' Zession of the
Organisation of African Unity (OAU) held in Abujaligeria, on 3 June
1991, on adoption of the Treaty Establishing theic&h Economic
Community or Abuja Treaty. The Treaty came intocéoion 12 May
1994 after its ratification by the two-thirds ofett©UA members. It is
composed of the members of the CAU

1Algeria, Angola, Benin, Botswana,Burkina Faso, Burundi, Cameroon,
Cape Verde, Central Africa Republi€had, Comoros, Congo, Cote
d'lvoire, Djibouti, Egypt, Equatorial Guinea, Eritrea, Ethiopi&abon,
Gambia, GhanaGuinea, Guinea-Bissau, Kenya, Lesotho, Liberid,ibya,
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The objectives of the Community can be summarisgdliows:

(@) To promote economic, social and cultural developmeamd the
integration of African economies in order to in@ea&conomic self-
reliance and promote an endogenous and self-sadtdevelopment.

(b) To establish, on a continental scale, a framewook fhe
development, mobilisation and utilisation of thertan and material
resources of Africa in order to achieve a selfamlidevelopment.

(c) To promote co-operation in all fields of human emdwir in order to
raise the standard of living of African peoplesdanaintain and
enhance economic stability, foster close and pebhceflations
among Member States and contribute to the progoesglopment
and the economic integration of the Continent.

(d) To co-ordinate and harmonise policies among exjstind future
economic communities in order to foster the gradwshblishment
of the Community.

The Community shall be established gradually in siages of
variable duration over a transitional period notemding thirty-four
years. At each stage, specific activities shall &ssigned and
implemented as follows:

(a) First Stage: Strengthening of existing regionatonomic
communities within a period not exceeding five gear

(b) Second Stage will be completed within a penotl exceeding eight
years:

(i) Stabilisation of tariffs and other barriers, antéinal taxes;

Madagascar, Malawi, Mali, Mauritania, Mauritius, Mozambique,
Namibia, Niger, Nigeria, Rwanda, Sao Tome and PrincipBenegal,
SeychellesSierra Leone, Somalia, South Africa,Sudan, Swaziland;T ogo,
Tunisia, Uganda, Tanzania, Zaire, Zambia, Zimbabwe (OIC Countess
in bold).
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(i) Strengthening of sectoral integration at the regioand
continental levels in all areas of activity partanly in the fields
of trade, agriculture, money and finance, transparid
communications, industry and energy; and

(iif) Co-ordination and harmonisation of activities amorige
economic communities.

(c) Third Stage: Establishment of a Free Trade Avihin a period not
exceeding ten years.

(d) Fourth Stage: Co-ordination and harmonisatiértaciff and non-
tariff systems among the various regional econoogmmunities
with a view to establishing a Customs Union atdbetinental level

by means of adopting a common external tariff withi period not
exceeding two years.

(a) Fifth Stage: Establishment of an African Common Rkéarwithin a
period not exceeding four years through:

() The adoption of a common policy in several areaich as

agriculture, transport and communications, indysénergy and
scientific research;

(i) The harmonisation of monetary, financial amtél policies;
(iii) The free movement of persons.
(a) Sixth Stage: Consolidation and strengthening of #kican

Common Market within a period not exceeding fivarngethrough,
inter alia:

(i) The free movement of people, goods, capital sedices;

(i) The integration of all the sectors, namely mamic, political,
social and cultural; establishment of a single dstinenarket and
a Pan-African Economic and Monetary Union;

(i) The establishment of a single African Centahnk and the
creation of a single African Currency; and
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(iv) The implementation of the final stage for thetting up of the
structure of the Pan-African Parliament and electiof its
members by continental universal suffrage.

Progress and Devel opment

The Economic and Social Commission (ECOSOC) isriagr organ of
the Community. Article 7 of the Treaty determinés functions. The
Commission held its first ministerial session invidmber 1996, in
Abidjan, Ivory Coast, for the purpose of setting motion the
administrative and technical requirements for lduimg the effective
implementation of the AEC Treaty. Among other tlipnghe first
ministerial session of ECOSOC approved the texthef Protocol on
Relations between the African Economic Communityg #re Regional
Economic Communities (RECs) and adopted the wodgramme for
the period 1997-2000 for the establishment of tB&CA

On the other hand, the African Economic Communityngit held
its inaugural session in Harare, Zimbabwe, on 3Ji®97. The 33
Assembly of Heads of State and Government of théJ @ansformed
itself into the Assembly of the AEC. The Assemldgeived the reports
on the implementation of the AEC, by the chairmdrnthe different
regional economic communities, such as COMESA, ESCA
ECOWAS, etc. One of the major decisions of the Adsg was the
approval of the Protocol on Relations between tB€A&nd the regional
economic communities (RECSs).

2.2. Central African Customsand Economic Union (UDEAC)

The UDEAC (Union Douaniere et Economique de I'AfréqCentrale)
was established on signature of Brazzaville TreatyBrazzaville,
Congo, on 8 December 1964. Ilts members @aeneroon, Central
African Republic, Chad, Congo, Equatorial Guinea ar@abon. It
entered into force on 1 January 1966. The UDEAGQansul Equatorial
Customs Union, set up on 23 June 1959. The Ceftrigian Republic,
Chad and Congo withdrew in April 1968 to form tdumtthe Union of
Central African States (UEAC). The Central AfricaRepublic
subsequently rejoined UDEAC in December 1968. ThazBaville
Treaty was revised and signed by Cameroon, the r&eAffrican
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Republic, Congo, and Gabon in Yaoundé, Cameroor3 @ecember
1974. Chad also rejoined the Union after the Meetihthe Heads of
State in Brazzaville from 17-19 December 1987.

The UDEAC aims to establish a union among the Mersates to
achieve the goal of gradual and progressive estahknt of a Central
African Common Market. It also aims to participaiethe creation of a
single African Common Market and the consolidatidrAfrican unity.
In order to achieve these objectives, it aims t@sh a common
customs tariff with respect to third parties, torghate impediments to
trade amongst the members, to encourage free maoweaiegoods,
services, capital and property. It also aims to rowp the living
standards of the population, harmonise the poliofemdustrialisation
and co-ordinate their development programmes.

Quantitative restrictions amongst the member coestare being
eliminated. A common external tariff with four ratés per cent, 10 per
cent, 20 per cent and 30 per cent) is being imptéete A preferential
tariff equal to 20 per cent of the common extetasiffs is to be applied
to the Member States.

Against the efforts aiming to increase the intraBAT trade
exchanges, intra-regional trade is still as lov@ @&r cent.

The UDEAC has a common legislation for investmenticy.
However, the common investment legislation has attiacted more
foreign investment to the region as a whole.

The Community’s development bank, BDEAC, was ciate
mobilise internal and external resources for prtigeacnvestment and
regional projects, mainly in agriculture and inadystand to promote a
more balanced development. However, its functiores rastricted by
lack of enough funds.

The members of the UDEAC are also members of thed-Eone,
with the common central bank, BEAC (Banque Centdde Etats de
I'Afrique Centrale). The UDEAC countries signedraatty establishing
the Economic and Monetary Community of Central ¢dr{CEMAC) in
March 1994 in order to promote the process of sgjenal integration
within the framework of an Economic and Monetaryidsn
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2.3. Common Market for Eastern and Southern Africa (COMESA)

It was established on 8 December 1994, on ratificabf the Treaty
establishing the Common Market for Eastern and f8wot Africa
(COMESA). The treaty was signed in Kampala, Ugande November
1993. This treaty replaced the former Preferefiatle Area for Eastern
and Southern African States (PTA) set up in Lusaanbia, on 22
December 1981. The COMESA members are Angola, Blirun
Comoros, Djibouti, Eritrea, Ethiopia, Kenya, Lesotho, Madagascar,
Malawi, Mauritius, Mozambique, Namibia, Rwanda, Sudan,
Swaziland, Tanzania,Uganda, Zaire, Zambia, and Zimbabwe.
Seychelles an@®omalia are in the process of membership. It has also
been referred to as African Common Market.

Objectives

The ultimate objective is to set up the African B@mic Community
through the implementation of the provisions of fireaty establishing
the African Economic Community (Abuja Treaty). Thigaty aims to
establish the African Economic Community graduatlysix stages of
variable duration over a transitional period noteeding thirty-four
years (for more information you may see the seaio®EC). Under the
Abuja Treaty, the COMESA will negotiate, togetheithnother REGs,
the formation of the Community.

On the other hand, its basic objectives, as detexniby the
COMESA Treaty, are:

(a) To attain sustainable growth and development oMieenber States
by promoting a more balanced and harmonious dexedap of its
production and marketing structures;

(b) To promote joint development in all fields of ecamo activity and
the joint adoption of macroeconomic policies andgpammes; to
raise the standard of living of its peoples, andfdster closer
relations among its Member States;

(c) To co-operate in the creation of an enabling emwirent for foreign,
cross-border and domestic investment, includingdhe promotion
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of research and adaptation of science and techyolfuy
development;

(d) To co-operate in the promotion of peace, security atability
among the Member States in order to enhance ecanomi
development in the region;

(e) To co-operate in strengthening the relations batwhe Common
Market and the rest of the world and the adoptibncammon
positions in international fora; and

() To contribute towards the establishment, progresistiae realisation
of the objectives of the African Economic Community

In order to achieve these goals, the COMESA aimdetepen and
broaden the integration process among its MembateStthrough the
adoption of more comprehensive trade liberalisatiasures like the
elimination of tariff and non-tariff barriers. lufther aims to secure free
movement of capital, labour, and other factorsrotipction through the
elimination of controls on the movement of goods amdividuals. It
also recognises the right of establishment throughize region without
any restriction. It also aims to harmonise taxgaitecluding value added
tax and excise duties, etc., and conditions reggrdndustrial co-
operation, particularly on company laws, intellettproperty rights and
investment laws in order to create a more favoerablestment climate
for the entire COMESA region. At the monetary lewble COMESA
aims to establish a payments union starting wighG®OMESA Clearing
House. At a later stage, it will develop into a Mtary Union by
adoption of a single currency.

Progress and Devel opment

The COMESA has achieved a lot in the areas of fradestoms,
transport, economic development, finance and teehrdo-operation.
Impressive progress has also been made in the @ieelsectors, such
as agriculture, industry, etc.

In the COMESA, tariff reform called for an initigkt of tariff cuts
ranging from 10 to 70 per cent with respect tophmduct items. These
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initial cuts were to be followed by 10 per ceniftaeductions every two
years between 1988 and 1996. A further 50 perwentd be reduced in
two steps: 20 per cent in 1998 and 30 per cen00D2NTBs were to be
eliminated during that period as well. To easeasttommunity flow of

merchandise trade, the Road Customs Transit Dé&daréRCTD) was

introduced to stop the need to buy separate insaranevery country. In
1988, checks denominated in UAPTA (PTA Unit of Agnt) were

issued in order to facilitate intra-regional tractgans.

Such trade facilitation and trade liberalisationaswges resulted in a
sharp increase in intra-community trade from US4 88llion in 1985
to US$ 1.7 billion in 1994. In nine years, it wasnathan doubled or in
other words, it represents an annual growth rat&2per cent. It is also
indicated that intra-COMESA trade can increasebioua US$ 4 billion
annually. Such a fruitful development occurred ryaidue to the
reduced transport costs which is, in turn, obtaiagd result of traffic
facilitation measures. Studies indicate that trarnisposts have been
reduced by a factor of about 25 per cent.

The COMESA has also reached an agreement to impleme
Common External Tariff (CET) by the year 2004. TB®mmon
External Tariff will be 0%, 5%, 15% and 30% on c¢apigoods, raw
materials, intermediate goods and final produetspectively.

In order to increase the trade exchanges betweerpditicipating
countries, the COMESA developed a mechanism of dfated System
for Customs Data and Management (ASYCUDA)". Thigjgct basically
aims to simplify and harmonise the customs proesiand documents,
and to standardise the collection of reliable, eateuand up-to-date trade
statistics. It will assist the business commurutylear goods faster from
customs areas. The project also aims to moderageras administration.

The ASYCUDA is being implemented in 13 COMESA caied
(Burundi, Comor os, Eritrea, Ethiopia, Madagascar, Mauritius, Namjibia
Rwanda, Sudan, Tanzania,Uganda, Zaire, and Zimbabwe). Malawi,
Swaziland and Zambia also applied for the system.

The COMESA developed a Monetary Harmonisation Ruogne
(MHP). This programme is to be implemented in fphases, from 1991
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to 2025. At the final phase, a full monetary unioii be established
with the introduction of a single currency issugdabcommon monetary
authority. The Programme also envisages full haisation of

economic, fiscal and monetary policies of Membeaté&d, and full

integration of the financial structures of MembéaitSs.

Within the framework of this Programme, most coiesthave now
fully liberalised their exchange rate systems iniclwhthe market
determines the cross-rates. Exceptional countniesEaitrea, Ethiopia
and the countries that belong to the Common Monétega, which peg
their exchange rates to the South African Rand.

The COMESA countries followed tight monetary paiiand they
were relatively successful in maintaining pricebgdity and competitive
exchange rates. They also managed to acquire iealedilscal balances
through reducing public expenditure, restructutimgjr tax systems, and
following privatisation programmes.

The COMESA has established several important utgdits,
including the Eastern and Southern African Tradd &mvelopment
Bank, the COMESA Clearing House, the COMESA Re+iasce
Company and the COMESA Leather and Leather Prodinstisute.

The Eastern and Southern African Trade and DevedoprBank
(formerly PTA Bank) provides trade and project fineg to public and
private investors in the Member States. Current beam of the Bank
are Burundi,Comoros, Djibouti, Ethiopia, Eritrea, Kenya, Malawi,
Mauritius, RwandaSudan, TanzanialJganda, Zambia, Zimbabwe and
the African Development Bank.

The Bank has, over the years, been very active ramgting
investments and providing trade-financing facistieThe Bank’s
cumulative trade finance activities between 1999618tood at US$ 345
million and the cumulative project approvals betwe£995-1996,
totalled around US$ 148 million.

The bank’s trade financing facilities are shortvieranging from a
few days to one year. The minimum facility limitl&s$ 250,000 and the
maximum limit is US$ 50 million. Financing instrumte used by the



82 Journal of Economic Cooperation

bank include pre- and post-shipment advances,disitounting, loan
syndication, letters of credit confirmations, theldyloan and the
structured pre-shipment finance facility. The Bdimances the projects
in the area of agriculture, mining, manufacturitayrism, transport and
energy.

In the Bank’s project lending operations, the ptyois given to the
projects which are export-oriented, depend on loeaburces for their
inputs and comply with environmental protectioms&ds. The priority
sectors are manufacturing, agro-industries, toyrismining and
infrastructure. The main financial instruments ugmadproviding project
finance are direct loan finance, lines of creditjinonty equity
participation and loan guarantees.

Recently, decisions have been taken to make the E®\Clearing
House more responsive to the current needs of teenthdr States,
especially the private sector. Among other thirige, COMESA Dollar
was introduced to replace the UAPTA as the new binftccount of the
COMESA Clearing House.

The COMESA Re-Insurance Company (ZEP-RE) was ashedal in
1992 with 17 signatory Member States (with 21 dhalders in these
Member States). The objectives of ZEP-RE are tastasgith the
development of the insurance and re-insurance indimsthe region.

Since its inception, it has been able to reachreaaonable share of
the regional insurance business. It is now doingirt®ss in some
nineteen (19) countries. The authorised capitalkstd ZEP-RE is US$
27.28 million which is divided into one half paid $hares and the other
half in callable shares. Some Member States hateyeitaken up
shares allocated for them. Out of the total expke@ue of paid up
shares of US$ 13.64 million, the paid up sharetabpurrently stands at
US$ 6.4 million. Two additional Member States aezbtb the ZEP-RE
Agreement in August 1996.

Transport and communications play a key role imaasing levels of
intra-regional trade. Now, being aware of this fabe COMESA aims
to address the regulatory and policy aspects ofspart and
communications to make the movement of goods, sesvand people
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between countries in the region easier and cheapdth a legal
framework and suitable environment in this areagbe sector business
can operate more effectively within the COMESA oegi

The COMESA, recognising the need to promote investnin the
region, also tries to facilitate cross-border inwents through bilateral
agreements, and to identify specific projects theate the potential to
induce economic growth and development in two oremdember States.

The COMESA countries have achieved a lot in inadnrgasconomic
co-operation and co-ordination amongst themseliresmplementing
the agreed economic and monetary programmes totaimaieconomic
stability in the region and in preparing themself@shigher stages of
economic integration. However, they are still hgadependent on
donor financing through balance of payments suppnd programme
financing, and on revenues from limited export pictd and/or markets.
Their economies are also very vulnerable to ecoooshiocks, both
endogenous and/or exogenous, which can causedomgsetbacks.

2.4. Cross-Border Initiative (CBI)

The CBI was established in 1993. Its members amarigli, Comor os,
Kenya, Madagascar, Malawi, Mauritius, Namibia, Rd&anSeychelles,
Swaziland, TanzanidJganda, Zambia, and Zimbabwe. It is open to the
countries of East and Southern Africa and the Imdi@cean. The
members of the other REGs in the region like COMERXC, etc., can
participate in the CBI.

It aims to facilitate private investment, tradeympants and factor
mobility between the participating countries. In doing, it hopes to
move towards increased economic integration. Ib aspports the
integration objectives of the COMESA and the I0Caiins to remove
intra-regional trade barriers, particularly the ariff barriers (NTB), to
lower the tariffs on trade of goods and servicdsast to the level of the
member with the lowest tariffs, to liberalise adisiration and other
controls relating to investment activities withiretregion.

Right from the outset, the focus was on the paaiton of the
private sector in the whole process. The privatéosalefines the factors
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hindering cross-border economic activity. This\aeparticipation of the
private sector keeps the proposed packages pratticalvement of the
local businessmen and public officials to discuszblgms and possible
solutions in the technical working groups allowe tilevelopment of
consensus at the national level among key econagents and
decision-makers in the participating countries.

At the regional level, CBI has undertaken an intensgialogue with
regional and pan-African organisations. It is naig¥y that the CBI
developed intense relations with the OAU in pattcuThis outcome
reflects their close involvement in the procesavai as the pressures
for realism and pragmatism exerted on the procgskeoprivate sector.

A small Steering Committee (SC) administers the le/poocess and
incorporates reactions and inputs from all parties.

2.5. Economic Community of Central African States (ECCAYS)

Economic Community of Central African States (ECGA®as
established in Libreville, Gabon in December 19&lyring the
Conference of the Heads of State of Economic Conitynohthe Great
Lakes Countries. Its foundations were based omgbemmendations of
the Lagos Meeting of the Organisation of AfricanityfOAU) in 1981
within the framework of the Lagos Plan of Action1880. The treaty
establishing the ECCAS was adopted on 18 Octob88,18ibreville,
Gabon and entered into force on 18 December 1984némbers are
Angola, Burundi,Cameroon, Central African RepublicChad, Congo,
Equatorial Guineaabon, Rwanda, Sao Tome and Principe, and Zaire.

It basically aims to promote and reinforce harmasico-operation
and balanced, self-maintained development in ahsrof economic,
social, cultural, scientific and technical activityorder to:

» Realise collective autonomy;

* Raise the living standards of the people;

* Increase and maintain economic stability;

» Reinforce close and peaceful relations among mesth&rs; and
» Contribute to the development of the African Coatit

On the other hand, the ECCAS specifically aims tlimieate
customs duties and similar taxes, and to aboliebraton-tariff barriers
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to trade exchanges amongst the participating ciasntit also aims to
establish a common commercial policy with respecthird countries.

Ultimately, it desires to secure the free movemanpersons, goods,
services, capital and the right of establishmemhil&rly, the ECCAS

also aims to harmonise the national policies watspect to the industry,
transport and communications, energy, agricultmagural resources,
trade, currency, finance, human resources, tourisdycation and
culture, and science and technology.

The ECCAS succeeded in prohibiting the use of @oiftbarriers in
intra-community trade. In order to ease the paympntblems amongst
themselves, its Member States set up a clearingenimuFebruary 1989.
Legislation on road transport is being harmonislde ECCAS also
agreed to interconnect telecommunication networksorgst the
participating countries within the framework of thean African
Telecommunications Network (PANAFTEL). Co-ordinatinand
expanding efforts are continuing at the regionaklen Central Africa.
Within the framework of the ECCAS, many projectse abeing
undertaken. Some are related to the implementafitine Sub-Regional
Drug Control Master Plan for Central Africa.

2.6. Economic Community of West African States (ECOWAYS)

The treaty establishing the ECOWAS, known as Tretizagos, was
signed in Lagos, Nigeria, on 28 May 1975. The fongdnembers were
Benin, Burkina Faso, Gambia, GhanaGuinea, Guinea-Bissau, Ivory
Coast, Liberia,Mali, Mauritania, Niger, Nigeria, Senegal, Sierra
Leone, andTogo. Cape Verde joined in 1977. In May 1990, the mambe
countries agreed to rationalise sub-regional mmstihs in West Africa
within the framework of the ECOWAS. In other wordlse ECOWAS
will become the only economic co-operation orgaiosain West Africa
region.

Basically, the ECOWAS aims to promote economic peration
and development in the region. It also aims to loawige fiscal and
monetary policies among Member States and to uskkertjoint
development projects. As a result of these prosesieexpects to
contribute to the progress and development of Afrit also aims to
improve relations amongst its members, to conteiliot the economic
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and political stability in the region and to incseahe living standards of
the people in the region. These goals are to béwamth through the
promotion of co-operation and development in alds of economic
activity, particularly, in intra-regional trade, mey and finance,
industry, transportation and communications infiagtires, energy,
natural resources, agriculture, and regional anchl radevelopment
projects. The Community pursues the physical imtgn of its Member

States through the development and modernisatiorgibnal highway

and telecommunication networks. As an ultimate gtda ECOWAS

intends to create an economic and monetary union.

Within the framework of ECOWAS, the member courstrdgreed to
establish a common market within a period of 15yemding in 1989.
They decided not to increase the customs dutiegngorts of goods
from another Member State from 28 May 1979. The BGGS also
agreed to eliminate non-tariff barriers by 1995rtRermore, a protocol
on freer labour mobility was signed in 1979, buthas not been
implemented yet. They also agreed to harmoniser ticestoms
documents and procedures. A free trade area hasibesperation for
raw agricultural goods since May 1981. In the cafsmdustrial goods,
customs duties and similar charges and taxes omrimpriginating
from the member countries are to be reduced irstsiges spread over
six years in relatively more developed membersh aag Ghana, Ivory
Coast, Nigeria, and Senegal. In other members,pitisess was to be
completed in eight stages over eight years. Further, Member States
will also eliminate all the non-tariff barriers iimtra-communal trade.

In 1995, intra-regional trade remained under sixgaat of the total
trade due to the widespread use of safeguard mesasnd homogeneous
economic structures of the participating countries.

A three-stage programme has almost been completexstablishing
the free movement of West Africans in the Commuyratyd the right of
residence and establishment.

Member States have committed themselves to thedination and
harmonisation of national economic and financialigis in order to
enhance the effectiveness of national structujalsttient and economic
reform programmes.
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Additionally, the Community implements sectoral gn@mmes in
the fields of agriculture, industry, energy andltieal hese programmes
include the seed production and cattle breedingregnagricultural
research programme, fishing agreements, co-ordimaii desertification
control programmes, rural water supply schemesomed master plan
for industrial development, inter-connection ofioaal electric grids,
regional pipeline for the distribution of naturahsy co-operation in
health matters, establishment of the West Africaalth Organisation
(WAHO), establishment of equivalence for degreas@diplomas, etc.

In the Treaty, particular emphasis was placed armmpting the
involvement and participation of the private sedtothe development
and integration of the economies of the region. T®@mmunity
encouraged the establishment and functioning efpeienterprises and
institutions in the region such as a privately-od/negional commercial
bank (ECOBANK), the Federation of West African Mémuturers
Associations, the Federation of West African Chammlmé Commerce,
the West African Journalists Association, the W@Adtican Youth
Union, the West African Women'’s Association, the stVAfrican Road
Transporters Union, etc.

One of the principal objectives of the Treaty ofjba is the creation
of an economic and monetary union, to be achievedtages. The
Community’s monetary programme has the medium-tebjective of
achieving regional convertibility of the nationalreencies and, in the
longer term, the creation of a single monetary zdralowing the
adoption of “ECOWAS Monetary Co-operation Prograrhrire July
1997, studies are proceeding on the formationsiigle monetary zone.
The ECOWAS Exchange Rate System (EERS) will baigetiong with
a credit guarantee scheme.

2.7. Indian Ocean Commission (I0C)
The Indian Ocean Commission (IOC) was establishethé Ministers
of Foreign Affairs of Madagascar, Mauritius, andy@wlles in Port

Louis, Mauritius, on 21 December 1982.

The founding agreement, General Co-operation Agesemwas
signed in Victoria, Seychelles, on 10 January 198ven, on 7 January
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1986,Comoros and France (for Reunion) joined the 10C. An addil
Protocol to the General Co-operation Agreement \wdspted in
Victoria, Seychelles, on 14 April 1989.

The objectives of the IOC are:

» To strengthen links among the people of the SoutstWndian
Ocean;

 To increase their quality of life by promoting cpewation in
economic, commercial, and industrial areas.

Successes have been achieved in sectoral co-aperatifishing,
transport, communication, and information. In tf890as, some projects
in these fields were undertaken, such as a progeaomtuna fishing, a
regional tourism development project, a maritimangport project,
protection and management of environmental reseumegnforcement
of meteorological services, etc. The I0C envisagesduction in tariffs
among the member countries. The I0C also orgariseannual trade
fair.

2.8. Mano River Union (MRU)

The Mano River Union (MRU) was established as aarus union
between the governments of Liberia éidrra Leone with the signing
of the Mano River Declaration in Malema on 3 Octoli®73. The
agreement was open to the other states in the Xiesan region. Later,
Guinea joined the Union in 1980.

The Union aims to expand trade, encourage produatapacity,
harmonise tariffs and trade regulations, promotit jalevelopment
projects, secure a fair distribution of benefitsyireconomic co-operation.

A Common External Tariff was set up between Libemal Sierra
Leone in April 1977. The trade between Liberia &idrra Leone was
liberalised for goods of local origin starting oMby 1981, as the initial
stage towards a customs union. Guinea has lateedothe trade
liberalisation scheme.

In addition to the establishment of a customs unibe Union has
also promoted economic co-operation and developmerdrious fields.
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An industrial development programme has been pgatimplementation
to improve the industrial base and to increasentastrial production.
The programme would design, in a more rational regrthe location of
industrial projects amongst the Member States.

In the field of agricultural development, a landaarce survey
project, covering the Mano River Basin was completed on the basis
of the results of this survey, an integrated adfical master plan was
also prepared comprising agricultural developmiengation and hydro-
electricity schemes. The Union supports co-opematiamongst the
Member States in the fields of forestry, fisheriagd marketing of
agricultural goods. In this respect, policies, sulnd regulations are
harmonised to facilitate the marketing and to iese the
competitiveness of the local agricultural products.

The Union has also improved transport infrastriegummongst the
members. The Mano River Bridge between Liberia Srefra Leone
was opened in February 1976. High quality roadspd@ened to link
Freetown (Sierra Leone), Monrovia (Liberia) and &kny (Guinea).

2.9. West African Economic and Monetary Union (WAEMU)

Following an Agreement signed on 10 January 199théygovernments
of the seven member countries, the West African nBooc and

Monetary Union (WAEMU) was established on 1 Augd$94. It

replaced the earlier West African Monetary UnionAMU) and West

African Economic Community (WAEC or CEAO). Its meenb are
Benin, Burkina Faso, Ivory CoastMali, Niger, Senegal, andT ogo.

The WAEMU's basic objectives are to:
a) Strengthen competition in the economic and findnacivities of
Member States in the context of an open, competitiarket and a

streamlined, harmonised legal framework;

b) Ensure the convergence of the economic performandepolicies of
Member States by instituting multilateral surveitte procedures;

c) Create a common market among Member States based on



90 Journal of Economic Cooperation

i the free flow of persons, goods, services, anda&api

ii. the right of establishment of persons exercising an
independent or wage-earning activity; and

iii. a common external tariff and a common trade policy;

a) Establish the co-ordination of national sectoralligies by
implementing joint action and, where possible, ldgthing common
policies, especially in the following areas: hunrasources, urban
and rural development, transportation and telecomecations,
environment, agriculture, energy, industry, andingn

b) Harmonise the laws of Member States to the exteo¢ssary for the
proper functioning of the common market, particylatheir tax
systems.

The WAEMU basically aims to make the economic ammérfcial
activities of the Member States more competitiveha context of an
open market based on free competition. It also aimdharmonise
economic policies including national sectoral pel¢ tax systems and
to create a common market. The member countriee raxeady
experienced an existing monetary union through Bhaque Centrale
des Etats de I'Afrigue de I'Ouest (BCEAO). This expnce will be
reinforced with a common market. The establishmana common
market necessitates the co-ordination of macroeonan@olicy in the
Member States, fiscal convergence, harmonisatidsudfet procedures
and related legislation, and business law.

Recently, the WAEMU countries acquired structuraforms,
including the devaluation of the CFA franc. As aulé of these
developments, economic performance strengthenedfisantly since
1994. In the region, the growth rate moved fromasarage of 0.5 per
cent during the period 1990-93 to 5.5 per cent 9971 which also
represents a positive rate of growth per capitaig@t deficits fell from
an average of 6.7 per cent of GDP to 1.8 per cgmtilarly, current
account deficits, on average, decreased from *.8gxd of GDP to 5.2
per cent during the same period. After the initdalvaluation-induced
price increases between 1994 and 1995, inflatiolesradeclined
considerably, reaching, on average, 4 per cen®@7 1

Despite these positive results, a major problemaresnunsolved in
these countries. That is, the lack of necessargisfdar financing basic
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development projects that can accelerate the patfegrowth. Financial
markets in these countries are not deep enoughotdde such funds.
Savings are inadequate. Investment activity is fesm being
satisfactory. Economic growth is not yet high ertoup achieve
significant reductions in poverty.

Tariffs could not be abolished completely, becatree WAEMU
countries still remain and, unfortunately, will rem dependent on
external trade taxes for budgetary revenue. Siwo@amic activity is
low, the tax base is still narrow.

The population of the WAEMU is equal to about tvrds of
Nigeria’s population. Additionally, its real GDP equal to almost 90
per cent of Nigeria’'s GDP. Nevertheless, a singlarket will
undoubtedly help the countries of the WAEMU to @ane the
disadvantages of their small economic size, ang tlem prepare to
compete internationally and to integrate their eroies into the world
market. Furthermore, it may attract more foreigredt investment to
accelerate the economic development of the region.

2.10. Arab Maghreb Union (AMU)

AMU was established at the end of the Summit Camfes of five
countries in the region, met in Marrakesh, Morocen, 17 February
1989. Members ar@lgeria, Libyan A. J., Mauritania, Morocco and
Tunisia, all of which are also members of the OIC. The Mab
Region with 76.0 million people and a total incoofe$123.6 billion in
1998 shows a considerable potential. The regiorfErs amount to
$32.7 billion and the imports to $33.5 billion i®98. The principal
export products are crude petroleum, petroleum yarsdand liquefied
petroleum gas (LPG) in the case of Algeria and &jldpod, beverages,
crude and manufactured fertilisers and inorgananghbals in Morocco,
Iron ore in Mauritania, and textiles, men and wonotothes, leather
goods and footwear in Tunisia.

The AMU aims to strengthen economic and culturdtiens, to
ensure regional stability and to increase tradeh@xges amongst the
countries in the region. It desires to create alivielg Economic Space in
which the free movement of citizens, goods, sesviemd energy
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products within the region is foreseen. It also satm create a customs
union. It puts forward the broad economic stratégybe followed,
namely the development of agriculture, industrymowerce, food
security, and the setting up of joint projects. Tdgreement allows
bilateral arrangements between the participatinguntees. The
agreement also provides for the possibility foreotArab and African
countries to join the Union at a later stage.

Since 1989, the member countries have signed manilateral
agreements covering diverse economic, social, amitural areas.
However, only five of them have been ratified by rmaembers of the
union. These include agreements on trade and safdbvering all
industrial products); trade in agricultural prodyctinvestment
guarantees; avoidance of double taxation; and phyitary standards.

In its 1991 meeting, the AMU agreed on a four-stagenomic
integration process. The announced deadlines \kererd of 1992 for
the establishment of a free trade area, the entP®5 for a customs
union and the end of 2000 for a common market. &hveas no set
deadline for the stage of monetary union.

In December 1991, the Governors of the Central Baiikhe AMU
signed a multilateral agreement to help facilitater-nank payments
within the region. The agreement sets unified mtdal of payments
between the central banks, and provides for mondditlement of
balances between the countries without interese. diit of account is
the SDR and the settlement currency is chosen éyitditor country.
The Agreement went into effect in April 1992.

The AMU's Secretariat was established in Rabat 9821 The
highest body of the union is the Council of HeafiState. Unanimity is
needed for the decisions. A Council of Foreign &ffaMinisters also
meets regularly to prepare for the sessions ofCbencil of Heads of
State. The Ministers also examine the proposalsnitated by
subordinate committees and specialised ministedaimissions. These
specialised commissions are working in such arsagcanomic and
financial affairs, basic infrastructure, human reses and food security.
Several working groups have also been created tireasl some
technical issues. A Follow-up Committee follows thelementation of
resolutions adopted by the Council of Heads ofeStat
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However, since its inception, the Union remainedgsant until
recent years. The member countries are now disgygsans to revive
the AMU. Especially, the private sector in the oggis pushing for its
revival. Members of the Union have also close et with the EU.
The EU is the main customer of the region. Moroand Tunisia have
signed association agreements with the EU, aimirgring them into a
free trade area by 2010. Algeria is also negotiéirsimilar agreement
with the EU. The agreements are part of the Eurdiddaanean
initiative, which is also designed to promote eauiwties with the Arab
countries and to increase the region’s exporthedaU.

2.11. Council of Arab Economic Unity (CAEU)

The Council of Arab Economic Unity (CAEU) was edistiied in Cairo,
Egypt, on 3 June 1957. Its members Bgypt, Iraq, Jordan, Kuwait,
Libyan A. J., Mauritania, Palestine, Somalia, Sudan, Syria, the
U.AE., and Yemen. The CAEU prepared the Agreement on Arab
Economic Unity that entered into force on 30 Mag4.9

The CAEU aims to provide a flexible framework foch&ving
closer economic integration in stages among membeugh free
movement of goods, persons and capital.

The Arab Central Bureau of Statistics and Docunt@mtawas
established in 1975. The Arab Monetary Fund was algablished on
27 April 1976. The CAEU has also set up a numbejoioit ventures,
unions and federations in different fields of eamio activity. Joint
companies, unions and federations encourage clos@peration in
production and marketing of agricultural, fishingnd industrial
products, and of natural resources and transport.

The CAEU agreed to establish Aamab Common Market (ACM)
based on a resolution adopted in August 1964. Tdwn@ll supervised
its implementation. Because the CAEU aimed to mleva flexible
framework for economic integration, only some CABbembers
participated in the ACM.Egypt, Iraq, Jordan, Libyan A. J.,
Mauritania, Syria, andYemen joinedthe Arab Common Market.
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Within the framework of the ACM, customs duties anttler taxes
on trade between the member countries were toitmnated in annual
stages and the process was to be completed in T®iélsecond stage
was the establishment of a full customs union.réditrictions on trade
between the member countries, including quotastledestrictions on
residence, employment and transport were to beshieal. In practice,
however, the trading of products could not be hibed from these
restrictions.

Between 1978 and 1989, the Council undertook theowing
measures to develop the ACM:

a) Flexible membership conditions were introduced foe least
developed Arab States.

b) Setting up of a fund was approved to compensatietst developed
members for financial losses that may occur asaltref joining the
ACM.

c) Legal, technical and administrative preparationsewadopted for
unification of tariffs levied on products importé@m non-member
countries.

d) A Committee of Ministerial Deputies was formed teat with the
problems to be faced in the application of markdes and to
promote the organisation’s activities.

e) A unified customs legislation and an integratedgpamme that aims
to enhance trade exchanges between Member State® axpand
members’ productive capacity were adopted.

In 1995, the Council also approved a Five-year Wdtlan,
including, among others, the following measures:

a) The co-ordination of measures leading to a custamisn subject to
a unified administration, market and community sapl

b) The unification of statistical terminology and meds of data
collection;
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c) Studies for the formation of new joint Arab compmiand
federations;

d) The formulation of specific programmes for agriow and
industrial co-ordination and for improving road arrdilway
networks.

2.12. Gulf Co-operation Council (GCC)

Six Gulf States signed the Charter of the Gulf @eration Council
(GCC) on 25 May 1981Bahrain, Kuwait, Oman, Qatar, Saudi
Arabia, and theUnited Arab Emirates. The GCC basically aims to
secure stability in the region through economic gualitical co-
operation, and co-ordination of commercial, mongtdinancial, and
economic policies. It intends to create an econaroimmon market in
the region by through the free movement of goodsyises and factors
of production.

The objectives of the Gulf Co-operation Council:are

a) To maintain co-ordination, integration and intensection between
Member States in all fields in order to achievelyhetween them;

b) To deepen and strengthen relations, links and scofpeo-operation
prevailing between their peoples in various fields;

c) To formulate similar regulations in various fieldgluding, inter
alia, economic and financial affairs, agriculturejustry, commerce,
customs and communications, education and cultsoejal and
health affairs, information and tourism, and legfisie and
administrative affairs;

d) To stimulate scientific and technological progressarious fields,
and to establish scientific research centres argleimment common
projects,

e) To encourage co-operation by the private sector;

f) To consolidate economic activities among memberntas in
agriculture, commerce, industry, mining, and gelnergestment.

The GCC aims to achieve unified customs policiesles;
regulations, and procedures amongst the membepeckly, in the
field of petroleum industry, it aims to co-ordinatee policies in all
phases of production, refining, marketing, priciets., and to develop
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production and use of natural gas and alternatougces of energy.
Furthermore, it desires to realise equal treatraadtnon-discrimination
of the nationals of the Member States in employmeight of
establishment, property, and capital transfers.

The Unified Economic Agreement (UEA) became operst from
1 March 1983, in accordance with the decision takérthe Third
Session of the Supreme Council met in Bahrain imddtoer 1982. The
Agreement covers the areas of trade exchange, mentesh capital and
citizens, exercise of economic activities, co-oadiion of development,
technical co-operation, transport and communicatifinancial and
monetary co-operation. The agreement also encasiragiee
establishment of joint ventures in agriculture, ustly and services
areas.

The Agreement exempted agricultural, animal, indalstand natural
resource products of domestic origin from custorn§ed and other
charges having equivalent effect. The Agreememt aisis to achieve a
common external tariff and trade policy, and colwation of
development policies. It introduced new regulatiatiswing the free
movement of workers and vehicles between Membdesta

In 1982, the GCC Heads of State approved the foomatf a Gulf
Investment Corporation to be based in Kuwait. TlogpGration was set
up to finance specific projects within the GCC feamork and
authorised to participate in, provide loans ford amndertake joint
development projects in member and other Arab cmst

In 1986, a schedule of common minimum customs guieween 4
and 20 per cent was levied on foreign imports. layM992, the GCC
Trade Ministers announced the objective of estainlgs a GCC
Common Market by 2000. At the Meeting of the Suprddouncil, held
in December 1992, the GCC officials were mandatedrimulate a plan
for the introduction of common external tariffs, te presented to the
Council in December 1993. The tax on tobacco prsduwas
standardised at a rate of 50 per cent effective flkéarch 1993. In April
1994, the Ministers of Finance agreed to pursueadugl approach to
unify customs tariffs, which was to be achievedoading to a schedule
over two to three years.
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In February 1987, the Governors of the Central Baarkd Monetary
Authorities of the Member States agreed, in prilegipo co-ordinate
their rates of exchange. The Supreme Council agardlis agreement
in November 1987. In April 1993, the GCC Governagreed to
establish a Joint Banking Supervisory Committeepiider to set out
rules for the GCC banks’ operations in other Menftetes.

Regarding the sectoral developments, in 1982 astéinal Committee
was formed to co-ordinate trade development inrdggon. The GCC
Commercial Arbitration Centre was created in Decanit993 to settle
trade disputes between the GCC citizens with edlchr and between
them and foreigners. In 1985, the Supreme Councibesed a common
industrial strategy for the GCC States. And inghme year, the Supreme
Council endorsed a Unified Agricultural Policy 8CC countries.

In the energy sector, the Ministers adopted a [®ino security plan
to safeguard individual members against a failardeir production and
to form stocks of petroleum products. In Decemi#871 the Supreme
Council adopted a plan that allowed a Member Stateborrow
petroleum from other members, in order to fulfil @xport obligations.

In November 1982, the Saudi Arabian Standards armhsMres
Organisation was transformed into a regional batymely the Gulf
Standards Organisation, serving all the GCC Merftmemtries.

In December 1992, the Patent Office of the Co-apmraCouncil for
the Arab States of the Gulf was created to impldmibe patent
regulations in the GCC region.

The Supreme Council is the GCC'’s highest autharity is composed
of the Heads of Member States. Its presidencytaed annually on the
basis of the alphabetical order. The Supreme Cbuymovides policy
direction, reviews reports and recommendations gtdumby subsidiary
bodies, appoints the Secretary General and appitbeedudget of the
Secretariat General, and approves the Rules ofefuoe of the
Commission for Settlement of Disputes. Resolutiars passed on the
basis of unanimity for substantive matters and ntgjdor procedural
matters. The Supreme Council meets annually, andExmaordinary
Session if requested by any member and secondaaldtlyer member.
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The Commission for Settlement of Disputes is forrmegarately for
every case based on the nature of the disputeCohemission submits
its recommendations to the Supreme Council for idenation.

The Ministerial Council is composed of Foreign Nieirs. Its
Chairman is rotated every year. The state thatshbst summit assumes
the chairmanship for the year. The Ministerial Cauproposes policies,
prepares recommendations, and projects aimed atlaeng co-
operation between Member States and co-ordinatidgtias between
Member States in all fields. The Ministerial Couroieets every three
months.

The Secretary General is appointed by the Supremencll for a
three-year term, renewable only once. The Genesdrefariat is
composed of the Office of the Secretary Generakeddorates of
Political Affairs, Economic Affairs, Military Affais, Environmental and
Human Resources, Legal Affairs, Financial and Adstiative Affairs,
and an Information Centre.

2.13. Association of South East Asian Nations (ASEAN)

It was established at the meeting of the Foreignidters of the five
founding Member Statesndonesia, Malaysia, Philippines, Singapore,
and Thailand, with the signing of the Bangkok Deatian on 8 August
1967.Brunei Darussalam joined the ASEAN on 8 January 1984 and
Vietnam on 28 July 1995.

The Bangkok Declaration united the ASEAN Member @des in a
joint effort to promote economic co-operation ahe welfare of the
people in the region. The Bangkok Declaration sdt guidelines for
ASEAN's activities and defined the aims of the migation. The main
objectives of the Association are the following:

a) To accelerate economic growth, social progress aotural
development in the region through joint endeavaarthe spirit of
equality and partnership in order to strengthenfthmdation for a
prosperous and peaceful community of South EastrAlN&ations;
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b) To promote regional peace and stability througldialgi respect for
justice and the rule of law on the relationship amoountries of the
region and adherence to the principles of the dritations Charter;

c) To promote active collaboration and mutual assc#am matters of
common interest in the economic, social, culturechnical,
scientific and administrative fields;

d) To provide assistance to each other in the forntrahing and
research facilities in the educational, profesdiotechnical and
administrative spheres;

e) To collaborate more effectively for the greaterdisation of their
agriculture and industries, the expansion of thaie, including the
study of the problems of international commodityade, the
improvement of their transportation and commundarai facilities
and the raising of the living standards of theioges;

f) To promote South East Asian studies; and

g) To maintain close and beneficial co-operation wigxisting
international and regional organisations with samilaims and
purposes, and explore all avenues for even closeoperation
among themselves.

The First Summit Meeting was held in Bali, Indoaesn February
1976, during which, the five Member Countries sijribe Treaty of
Amity and Co-operation in Southeast Asia and thel&ation of the
ASEAN Concord. Both documents signified the ASEAMisns to
ensure regional peace and stability and to fosten@mic and social
growth through improved co-operation. At this megti a small
permanent secretariat was also established in tdakar provide
administrative support and to help in co-ordinatiohthe ASEAN
activities.

The Second Summit Meeting was held in Kuala Lumpialaysia,
in August 1977 to commemorate the Tenth AnniversixSEAN and
to assess the progress made in the implementdtitwe aecisions taken
at the Bali Summit.

The Third Summit Meeting took place in Manila, Ripines, in
December 1987. The main concentration of this Sumwas on
economic co-operation. The Member Countries sigtieel Manila
Declaration and set up the ASEAN Plan of Action.eTRrotocol
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Amending the Treaty of Amity and Co-operation irug®ast Asia was
also signed to enable countries outside the ASEédion to accede to
the Association.

The Fourth Summit was held in Singapore in Jand®92. The
ASEAN Heads of Government signed the Singapore dbattbn of
1992, the Framework Agreement on Enhancing ASEANnBmic Co-
operation and the Agreement on the Common Effeciveferential
Tariff (CEPT) Scheme for the ASEAN Free Trade Ar€me of the
major outcomes of this Summit is the decision towgethe ASEAN
Free Trade Area (AFTA) within 15 years. The FouBhmmit also
enhanced the role of the Secretary General of ASBAd enlarged the
functions of the ASEAN Secretariat to carry outniésv mandate.

The Fifth Summit held in Bangkok, Thailand, in Dedeer 1995,
adopted an Agenda for Greater ASEAN Economic letggn. The
Summit decided to accelerate and deepen tariffctemivs under AFTA,
made greater commitments in trade facilitation dadnched new
initiatives in services, intellectual property, usdrial co-operation and
investment. At the Bangkok Summit, the ASEAN Leaderet for the
first time with their counterparts from Cambodiads, and Myanmar,
neighbouring countries in the region.

In the area of trade, the ASEAN members concluddchde co-
operation agreement amongst themselves in Febt93¥. The scheme,
known as the Preferential Trading Arrangement (RTgpvides for
various measures to stimulate and promote the gooréiade of the
member countries. Under the scheme, members agoe@dovide a
fifty-per cent tariff cut for the import productsiginating from the other
member countries. The scheme covers more than&8s.

Furthermore, in line with the decision taken in tsurth Summit
Conference (in January 1992) to establish the AFVi@mber States
decided to launch a Common Effective Preferentialifi (CEPT)
scheme on 1 January 1993. However, the startinge daft
implementation was moved forward from January 1@93anuary 1994.
The CEPT comprises all manufactured products, dietu capital
goods, processed agricultural products and thas#upts falling outside
the definition of agricultural products as deterednn the Agreement.
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All these products will be subject to the scheahileariff reduction, if at
least 40 per cent of its content originates from iember State.

The CEPT scheme is to be achieved by 2009, in afsyafter the
start of the phasing down of tariffs. The reductfoom current tariff
rates to 20 per cent will be done within a periddbado 8 years. An
average of 25 per cent of the tariffs is coverethenprogramme of tariff
reduction with effect from 1994. According to theegent schedule,
roughly 88 per cent of these tariff lines will rbate target level of zero
to 5 per cent tariff by 2003. The target tariffemtill be reached by the
year 2009.

However, if any Member State would like to redutsetariffs to the
target levels of zero to 5 per cent before the lii@adthey could easily
do so without any restriction. Quantitative regioiess and other non-
tariff barriers are to be phased out over five gdaom the date of initial
reductions on an item.

In the area of industry, ASEAN members developedesschemes
to promote industrial production. The first one wsgned in Kuala
Lumpur on 6 March 1980. The Agreement on ASEAN Bidal
Projects (AIP) aims to establish large-scale regliamustrial projects to
meet the region’s basic needs and ensure moreeeffitise of its
resources. Projects currently in operation understtheme are the Urea
Fertiliser Projects in Indonesia and Malaysia.

Secondly, the Agreement on ASEAN Industrial Commatation
(AIC), adopted on 18 June 1981 provides for proele for specified
industrial products. The AIC intends to enable thanufacture of
different products within an industry or industri@s the ASEAN
countries and their subsequent exchange. A compiitien
programme is currently being implemented in theoaattive industry
on a brand-to-brand basis.

Another scheme, known as Basic Agreement on ASEAddtrial
Joint Venture (BAAIJV), was introduced on 7 Novemld®83. The
AlJV Programme aims to promote industrial joint gas in the region
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through the effective consolidation of markets bsanging AlJV
products preferred access to the markets of paaticig countries.

Furthermore, the ASEAN Economic Ministers signed &KSEAN
Industrial Co-operation (AICO) Scheme AgreemenSingapore on 27
April 1996. The Scheme is the latest industriabperation programme
of the ASEAN to promote the sharing of industrietiiaties between the
ASEAN companies. It is based on the principles aodcepts of the
CEPT Scheme for AFTA. The Scheme minimises taigichilarities
and brings the immediate benefits of the CEPTfteates in the range of
zero to five per cent to the qualified participgtzompanies.

In the area of banking and finance, in 1987, thedeeof government
agreed to accelerate regional co-operation infiblid and adopted some
measures to increase the role of ASEAN currengiesegional trade.
They also worked on the avoidance of double taratinod determined
measures to improve the efficiency of tax and austadministrations.

An ASEAN Reinsurance Corporation was established988. In
order to attract greater financial flows in theiosg an ASEAN Plan of
Action for the Promotion of Foreign Direct Investmevas launched.

On 7 March 1980, the ASEAN signed an economic cerajon
agreement with the European Union (European Ecan@ommunity at
that date), to increase trade and economic linksd®n the two regional
groups. The consultations still continue betweeas¢htwo REGs.
Another agreement on economic co-operation was sigoed with
Canada on 25 September 1981. The Agreement profedesdustrial
and commercial co-operation, and transfer of teldgyo

Japan played a major role in the economic developno¢ the
ASEAN countries. The Japanese development assestpadicularly
went to the region. In addition to that, the prévaector also invested
heavily in the ASEAN region. American companiesoatentributed a
lot to the development of the region. These invesiis transferred new
technologies to the region. As a result, produstisnd competitiveness
increased in the ASEAN countries. Thus, the ASEANIntries were
able to realise very strong economic growth ancelibgpment.
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2.14. Black Sea Economic Co-operation (BSEC)

The Black Sea Economic Co-operation (BSEC) is caagmf eleven

Member StatesAlbania, Armenia, Azerbaijan, Bulgaria, Georgia,

Greece, Moldova, Romania, Russian Federaflammkey, and Ukraine.

On 25 June 1992, their heads of state or governsignéd in Istanbul

the Summit Declaration establishing the BSEC. TB&EB represents a
region of some 350 million people with very richtural resources,
particularly crude petroleum and natural gas.

The BSEC is open to other interested states througmbership or
as observers. This also applies to internationgamsations and
companies wishing to contribute and benefit frons throcess. In this
context, Austria, Egypt, Israel, Italy, Poland, &k Republic and
Tunisia were granted observer status in the BSEC.

It basically aims to develop a comprehensive naiéifal and
bilateral economic co-operation in various fieldsdao enhance the
movement of goods, services, labour and capital.

Working groups have been established covering aseeh as
organisational matters, exchange of statisticala dahd economic
information, banking and finance, trade and indalstco-operation,
transport and communications, agriculture and aggostries, and free
travel for businessmen of the participating states.

A permanent International Secretariat was set uptambul, and the
Black Sea Trade and Development Bank in Thessaldaikeece and the
BSEC Co-ordination Centre for the exchange of siatil data and
economic information in Ankara, Turkey. In this walye BSEC created
the necessary institutional and financial infrastinoe to realise the
objectives stated in the Summit Declaration.

The BSEC is mainly based on private initiativehlis envisages the
creation of an environment in which the privatetsemay play a major
role. In this context, the business communitiegshaef BSEC member
countries set up the BSEC Council in Istanbul ic&eber 1992. It will
be responsible for developing proposals, programares projects in
various fields of co-operation.



104 Journal of Economic Cooperation

Furthermore, the BSEC Parliamentary Assembly wasided in
February 1993 to increase co-operation among thdicipating
countries. It may be helpful for the implementatiohthe decisions
taken in the BSEC. The participating countries akgned the
“Convention on Cultural, Scientific and Informatid@o-operation” to
increase co-operation in the areas of culture amhee.

The Second Summit Meeting of the Heads of Stat8awernment,
held in Bucharest on 30 June 1995, identified soamerete projects for
the expansion of industry and trade opportunitiesthe Black Sea
region. In the field of telecommunications, a netwewas established to
connect Azerbaijan, Georgia and Turkey.

Regarding statistical data and economic informatitre BSEC
established a special unit within the State Insitof Statistics of
Turkey. The Unit provides necessary reliable diatik data in
accordance with accepted international standarbdghawmay be of great
importance for increased co-operation.

The BSEC assigns great importance to environmessales. The
Meeting of the Working Group on Environmental Potittn mainly
focused on the prevention of further pollution hetBlack Sea and
worked out the measures that should be taken uygentprotecting this
sea from further degradation.

In addition to the Summit Meetings, the Meeting Bbreign
Ministers of the participating countries is alsdexision-making body of
the BSEC. The Foreign Ministers meet, in principieleast once every
six months. The Ministers may set up working grotgrstopics to be
studied. In accordance with the Rules of Procediime, BSEC takes
decisions by consensus or majority vote. As for fihancing of the
BSEC activities, the Participating States reachedha beginning of
1994 a tentative agreement on the scale of cotiviisito the budget of
the BSEC Permanent International Secretariat.

2.15. Commonwealth of Independent States (CIS)

The Commonwealth of Independent States (CIS) wésbleshed in
Visculi, Belarus, on 8 December 1991 amongst Bslatikraine, and
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Russia. The other countries of the former Soviebbjoined excluding
the Baltic States of Estonia, Latvia and Lithuarita. members are
Armenia, Azerbaijan, Belarus, GeorgiaKazakhstan, the Kyrgyz
Republic, Moldova, Russian Federatioifgjikistan, Turkmenistan,
Ukraine, andJzbekistan.

The CIS aims to direct joint efforts towards theapéd deepening of
integration among the participants, in order taatzen the long term a
community of integrated states. The CIS integratidhcover the fields
of economy, science, education, culture, the sogpdlere within the
framework of the principles of the parties’ sovgrey, equality and
mutual advantage, of the inviolability of the eisgt state borders, and
of not interfering in one another’s internal aftair

In the field of economic co-operation the membérthe CIS aim to
realise the following:

* Implementation of economic reforms, ensuring equédhvourable
conditions for free economic activity;

* Implementation of a co-ordinated pricing policylimg out price
discrimination against the parties’ economic playand application
of free prices prevailing in their internal markets

» Creation of a single customs territory;

» Co-ordination of structural policies with the intiem of creating
industrial and agrarian economic complexes and mgakiaximum
use of the advantages of the rational divisiorabblir;

» Joint elaboration and implementation of a systemmefsures for
state support for the development of productiorrisgaand for the
encouragement of producing capital investment, uitiolg the
subsidising of targeted programmes and projects;

* Co-ordination of policies in the monetary-creditdacurrency-
finance spheres and creation of an effective paysrsistem.

The CIS aims to realise gradual deepening of ecanamtegration
through the establishment of a free trade zone amdistoms union.
Customs procedures will be harmonised and legaligioms and
policies for interstate contracts, investments, gmat ventures will be
co-ordinated.
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During the initial stage, the parties will try tealise a substantial
decrease in inflation, stabilisation of the exclemngtes of the national
currencies and total convertibility of national @mncies. The central
banks of the parties shall create an inter-banéruni

The Treaty envisages the coexistence of the casnbélonging to
the ruble area together with the countries withioma currencies.
Regarding national currencies, the treaty calldifoiting exchange rate
fluctuations between currencies. The treaty alsoviges for the
harmonisation of national monetary and fiscal peic

During the later stages, the parties shall impleangefransition to
common standards and practices in regulating bgnkictivity. The
parties will consider introducing a single curremgpending upon the
degree of integration to be achieved.

The implementation deadlines were not specifiedtha Treaty.
Several supplementary agreements are being negbtiatmost all the
CIS members introduced national currencies to leel @dongside with
the ruble. Belarus, Russia and Ukraine signed &atpaset up a United
Trade Zone that is open to the other CIS members.

2.16. East Asian Economic Caucus (EAEC)

Malaysia proposed the formation of an East AsiaonBmic Caucus
(EAEC)in 1990 amongdBrunei, China, Hong Kong,ndonesia, Japan,
Republic of Korea,Malaysia, Philippines, Singapore, Taiwan, and
Thailand.

Its objectives were to expand regional co-operattonco-ordinate
positions of the Member States on economic issdidaterest to the
region and to represent members’ view in multitenegotiating
forums.

The ASEAN would be at the core of the EAEC togetivéh the
other countries in the region. The proposal ondstablishment of the
EAEC was put on the agenda of the ASEAN Summit Megein
Singapore in January 1992. However, the ASEAN leadgreed to
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suspend it and decided to launch the ASEAN Fredelrrea (AFTA)
instead.

2.17. Economic Co-oper ation Organisation (ECO)

The ECO replaced the earlier organisation of Regi@o-operation for
Development (RCD), established byan, Pakistan, and Turkey in
Ankara on 21 July 1964. The RCD existed until 1978en it was re-
established under its present name in January T9&bbasic Charter of
the Organisation, known as the Treaty of Izmir, veasended by the
Ministerial Conference in Islamabad, Pakistan,une)1990. The ECO
became operational on 11 January 1991. After tHapse of the Soviet
Union, Afghanistan, Azerbaijan, Kazakhstan, the Kyrgyz Republic,
Tajikistan, Turkmenistan, andUzbekistan joined the Organisation in
November 1992. The Treaty of lzmir was revised aighed at the
Extraordinary Meeting of the ECO Council of Minisgein Izmir,
Turkey, on 14 September 1996.

The objectives of the Organisation are:

a) To expand mutual trade and promote conditions fastasned
economic growth in the region;

b) To take measures towards progressive removal afebarwithin
ECO region and expansion of intra- and inter-regidrade;

c) To pursue increased economic co-operation in dodsecure greater
role and contribution of ECO region to the growtworld trade and
removal of iniquitous trading policies resulting adverse terms of
trade for the developing countries, particularlyite Member States;

d) To provide gradual and smooth integration of thenemies of the
Member States with the world economy;

e) To promote active regional collaboration and mutassgistance in
economic, social, cultural, technical and scienfitlds;

f) To accelerate development of transport and commtioits
infrastructures linking the Member States with eatfer and with
the outside world;

g) To promote integration of public and private sedotivities with
emphasis on economic liberalisation and privatsattowards
increased participation of the private sector m ttbgional economic
development through joint ventures and investments;
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h) To develop joint programmes for human resource ldeweent in
ECO region;

i) To intensify mobilisation and utilisation of the BGegion’s natural
resources, in particular energy resources;

i) To enhance efforts for effective utilisation of thgricultural and
industrial potentials of the ECO region;

k) To develop regional co-operation to eradicate dtugse; and

) To facilitate co-operation in the fields of ecolcgi and
environmental protection within the region.

In 1992, a Protocol on Preferential Tariff Agreemsenvolving a 10
per cent reduction on specific tariff lines wasnsid amongst the
founding members of ECO. It constituted the fitsfpstowards eventual
elimination of trade barriers in the region. Theeggnent was initially
for four years, but it would be automatically exded for further periods
of two years.

The ECO activities are conducted through eight nich
committees which consider and evolve projects agrammes in the
fields of economic and commercial co-operation;ngport and
communications; agriculture; energy; infrastructared public works;
narcotics and educational, scientific and cultunatters.

Among other projects, the establishment of a regidrade and
development bank and formation of a shipping compamd a
reinsurance company are still being consideredtid@éarly, the ECO
Trade and Development Bank is an important instninfier promotion
of intra-regional trade and financing of the comergrojects in the
region.

Other activities of the ECO include an agreement1895 on
simplification of visa procedures for the businesamf ECO countries,
preparation of an Energy Master Plan which arramigessit facilitation
for energy, oil and gas pipelines, and inter-cotinacof electricity
networks of ECO Member States.

The region is very rich in terms of energy resosrddtilisation of
the highly rich potential of the region has the astimportance for the
countries of the region. However, the region’s gypgrotential should be
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carried to the international markets through a netvwof modern roads,
railways, natural gas and oil pipelines. Such avogk is particularly
important from the point of view of the land-lockégentral Asian
members of the ECO. When these transportation @nublare solved,
Central Asian Republics will have an easy accesthé¢ointernational
markets and start reaping the benefits. The ovefédict will be the
expansion of the trade exchanges amongst the EGabars.

2.18. South Asian Association for Regional Co-operation (SAARC)

The South Asian Association for Regional Co-opera(iSAARC) was
established at the First Meeting of the Heads afeSdnd Government in
Dhaka, Bangladesh, on 8 December 1985, amomgstgladesh,
Bhutan,Maldives, Nepal,Pakistan, and Sri Lanka.

The objectives of the SAARC are as follows:

a) To promote the welfare of the peoples of South Asid to improve
their quality of life;

b) To accelerate economic growth, social progress auotural
development in the region and to provide all indials the
opportunity to live in dignity and to realise thé&itl potentials;

c) To promote and strengthen collective self-reliarmmong the
countries of South Asia;

d) To contribute to mutual trust, understanding angregiation of one
another’s problems;

e) To promote active collaboration and mutual asstgam the
economic, social, cultural, technical and scieafilds;

f) To strengthen co-operation with other developingntoes;

g) To strengthen co-operation among themselves inrnatenal
forums on matters of common interests; and

h) To co-operate with international and regional orgatons with
similar aims and purposes.

The SAARC countries are committed to a step-by-steqge
liberalisation in such a manner that all countrieshe region share the
benefits of trade expansion equitably.

The Integrated Programme of Action (IPA) is the keynponent of
the SAARC operations. It involves assessment ofnéexds of member
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countries, potential areas of co-operation and tifiestion of

programmes, institutional and financing arrangemsemnhe IPA covers
12 agreed areas of co-operation: agriculture, dioly forestry,

communications, education, environment, meteorgloggalth and
population, prevention of drug traffic and drug séurural development,
science and technology, tourism, transport, wometevelopment.

In July 1992, a decision was reached to draft aeemgent for the
South Asian Preferential Trading Arrangement (SARTAhe draft
agreement was submitted to the SAARC Standing Cdt@eniin
December 1992 and signed by foreign ministers imkahon 11 April
1993. It entered into force on 7 December 1995. SA®TA aims to
remove para-tariff and non-tariff barriers to tradechanges in the
region, to deepen the tariff cuts and to expandishef products to be
included in intra-SAARC preferential trade. Negtdas still continue
to finalise schedules of concessions and to exgaemd further. SAPTA
is considered to be a step to create a South Asiea Trade Area
(SAFTA), which is still at the discussion stage.

Poverty alleviation is also one of the major issaddressed within
the framework of SAARC. In 1991, the Sixth SAARCnSuit held in
Colombo decided to establish an Independent SosthnACommission
on Poverty Alleviation (ISACPA).

3. CONCLUSION

In the 1990s, many countries have pursued the igeof trade
liberalisation. Trade liberalisation efforts weradertaken within the
framework of the GATT and its successor, the WT@ATGE and WTO
agreements commit all member nations to reduceetrhdrriers
simultaneously. This process is referred to as Hilataral approach to
trade liberalisation, or, in other words, globdiisa.

However, for a variety of reasons it often makesseefor countries
to co-ordinate their economic policies. Co-ordioatican generate
benefits that are not possible otherwise as we fseen above. If
countries co-operate and eliminate tariffs aga@gssth other, then they
are likely to benefit more than they do when thégrapt to secure
short-term advantages by setting tariffs. Benefié® accrue to countries
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that liberalise labour and capital movements acilosslers and co-
ordinate monetary and fiscal policies and resowagcation towards
agriculture, industry and other sectors.

Furthermore, rapid technological progress necdeditathe
enlargement of the domestic markets. Massive ptamiu@and severe
competition changed the nature and extent of ecanastivity in the
world. Market size and specialisation became ingrardeterminants of
national and international economic and financaf@rmance. In such a
setting, national boundaries constitute a limitatmn the size of the
market and, therefore, on the scope of specialisati

For this reason, while the global liberalisationfods were
continuing within the framework of the WTO, regidisation efforts
also gained momentum amongst the developed cosinare the
developing countries as well. Smaller countries &dogether to form
greater economic regions in which they might deveioore efficient
production structures.

The regional economic formations created amongstitidustrial
countries have enormous effects on the world ecgnand on the
economies of the developing countries. Becausaoivk historical ties
and geographical proximity, the developments in Elg are most
important for the majority of the OIC countries.

The EU’s membership is expanding rapidly and inégional trade
is growing more than trade with countries outsitie tnion. The
principle of non-discrimination and open competitiander the WTO is
being eroded in the EU’s preferential arrangemewith the third
countries.

In the Asian bloc, on the other hand, Japan canraothe Asian
markets. Japan can manipulate regional investnagtspecialisation in
such a way as to discourage free entry of firms pratlucts from
outside.

The US activities in the Western Hemisphere alssereaoncerns for
protectionism. Trade conflicts between the US dedEU, the US and
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Japan, and the US and China have become very corawems, almost
of daily nature.

The polarisation between the EU, Japan and the bi&gpthe
question of whether regionalism leads to trade wamsl regional
protectionism, or whether these trade blocs woaldllifate the world
trading system under the auspices of the WTO.theeicase, the basic
fact is that competition in such areas as tradgoofls and services will
be on a much higher scale.

Additionally, the major economic blocs, the EU, NB&and APEC,
started to concentrate on not only the issues awfetrfacilitation and
liberalisation but also on comparatively new isssesh as trade in
services, investment opportunities, intellectuabparty rights, labour
standards, protection of environment, technologistdndards, co-
ordination of monetary, financial, fiscal and ecomo policies, etc.
These resemble the major discussion topics of thdtilateral
negotiations within the framework of the WTO. Howevthese blocs
are increasingly providing opportunities far beyotie liberalisation
process within the context of the WTO. Private-sednterest in
enhancing market access and in strengthening messtopportunities
has provided a further impetus to the search fow reading
arrangements and the enlargement of the old ones.

Liberalisation at the regional level combined wihprotectionism
against third countries may prepare regional firarsd industries
eventually to compete beyond the region, at thdajléevel. For this
reason, it is not surprising that the recent poissges within the major
economic blocs and the agenda of the multilatezgbtiations under the
umbrella of the WTO are similar.

The growth of regionalisation and especially the &ise a number
of issues and problems for the OIC countries. ThHé €@ mmunity, no
doubt, is and will be affected by the developmeelating to the growth
of these regional economic blocs. The OIC countr@asinot be
indifferent to these schemes which cover virtuallytheir major export
markets, including Europe and North America. Thenm@pact of the
growth of these schemes will be on the trade ofdgoand services,
investment and technology transfer. The creatiomegfonal schemes
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implies, by definition, that members receive prefgial access to one
another's markets. Hence, non-members must suftdative erosion in

market access. How important such an erosion wbeldor specific

non-members depends upon a number of complex §actor

All of these developments necessitate closer coatipe and
collaboration among the OIC Countries, especidibt the majority of
them strive for greater access to the newly padrimarkets as their
traditional links. One important modality in thigrettion has been the
establishment (or reactivating) of regional intéigraschemes.

The new initiatives amongst the OIC countries mfagt of all,
emphasise co-operation more in terms of proje@nded arrangements
rather than focusing on more structured and mattefed integration
schemes like free trade areas, customs unionscaminon markets.
Secondly, the partners in these new arrangemeiits&vigiven more
freedom in taking liberalisation measures at tb@in pace. Thirdly, the
arrangements may also allow more opportunities donbgotiated at
bilateral levels with the interested partners ineliwith common
interests. Fourthly, these co-operation agreenmeaisassign priority to
physical infrastructure, such as transport and comoations, as well as
support areas like training, research, and teclyyolBifthly, the private
sector must be encouraged and supported by thesssgemeasures to
facilitate and to promote trade exchanges amorgstQIC member
countries. Furthermore, all the barriers to tradaynbe eliminated
gradually on a step-by-step approach.

All of these developments should not undermine puential
contribution that the new Plan of Action to Strdregt Economic and
Commercial Co-operation among the OIC Member Caesitcould
make, if implemented thoroughly. This plan bothteénms of its scope
(10 sectors) and modalities of implementation (cet&cprojects and co-
operation schemes) is well structured to reach absigned targets.
Furthermore, unlike the 1981 Plan, this documeatgsd great emphasis
on the principle of voluntary participation, andestses the role that the
existing and to-be-established sub-regional integraschemes can play
in the eventual formation of community-wide schem#sough
appropriate linkages among the former. Consequenttyided that the
political will of the member countries could belyukecured, the new
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OIC Plan of Action would not only serve as an ditexinstrument for
achieving a closely inter-linked Islamic economarenunity that will
evolve as an important grouping in the world ecopadout it would also
be the principal vehicle for the realisation of thi economic potentials
of the member countries.



